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In the good old times scholars and practitioners arguing in favor of a 
regional dimension of innovation policies felt like being the avant-garde 
of new, forward-looking thinking against the old-fashioned conventional 
wisdom, according to which “grand” industrial policy inherently required 
the full strength of the Nation State or – for some – the new European 
“super-State”. The former looked for answers  from a new territorial and 
systemic perspective, paying particular attention to SMEs and 
endogenous capacities rather than searching from exogenous help by, for 
example, luring inward investment, typically branch plants from 
multinational companies, through fiscal incentives . At the same time, the 
emphasis on innovation implied a departure from traditional regional 
policies, focused on the transfer of resources from “rich” to “poor” areas 
and on providing basic infrastructures to disadvantaged regions in the 
name of cohesion objectives. 
Nowadays the need for a regional innovation policy looks more like an 
established common place, although policy makers and academics alike 
are still looking for the appropriate policy responses. Following the Lisbon 
agenda, there is a general trend towards policy experimentation at 
regional level in the field of the economic exploitation of “knowledge” and 
technological innovation as a means to promote economic development2. 
Regional policy-makers are trying to develop new innovation policies 
which focus much more on the provision of collective business and 
technology services to groups of firms in a way that can affect their 
innovative  behavior, rather than direct grants to individual firms through 
horizontal, automatic and traditional programs of state aid. Furthermore, 
in most of these programs, innovation is broadly defined, including 
finance, training, marketing, knowledge management, design, re-
engineering, consulting, intellectual property rights, etc., rather than 
narrowly focusing on purely (pre-competitive) research and technology.  
Moreover, providing the necessary linkages between the individual firm 
and a responsive knowledge base and facilitating the diffusion and 
absorption of knowledge figure prominently among these policies. The 
latter is especially relevant when referring to traditional sectors (e.g. 
textiles, wood, leather, agri-food, ceramics, metalworking, shoemaking 
etc.) and SMEs. Because of the critical relevance of geographical 
proximity in the transmission of tacit knowledge, traditional sectors and 
smaller firms are comparatively more dependent on the regional 
environment to innovate than other more technologically advanced 
sectors. On the contrary, for other more technologically advanced 
                                        
2 Old industrial regions (Objective 2 regions in EU jargon) for example, have spent on 
average over 15% of their total structural funds financial envelope during the period 
2000-6 in measures related to the knowledge-based economy, with some countries, like 
Spain, going as far as nearly 33% (EU Commission 2004). - June 2005 – p. 3/ 20 
 
companies and sectors, codified knowledge and linkages to international 
R&TDI networks of excellence is key to keep up to the technology race.  
This paper outlines the contents and challenges of the learning processes 
that has been occurring in Europe’s regional policy. The second   
paragraph discusses the emerging conceptual framework for regional 
i n n o v a t i o n  p o l i c i e s  i n  E u r o p e ,  t h a t  i s  b a s e d  o n  a n  “ i n n o v a t i o n  s y s t e m ”  
approach, significantly different from the US cluster approach à la Porter, 
mainly because of the different role attributed to public policies. The third 
paragraph discusses new policy developments, inspired by the regional 
innovation systems and “learning region” literature, that have taken 
place since the mid-nineties. In the fourth paragraph we show how these 
developments are leading to a serious reappraisal of the approach, policy 
delivery mechanisms and priorities of EU regional innovation policies. In 
the fifth paragraph we discuss the implications in terms of policy and 
polity. Lastly, we suggest some challenges for research. 
Beyond the cluster approach: innovation systems 
as the emerging policy concept 
An established acquisition of economic thinking is the vision of innovation 
as a multi-faceted behavior, that is not limited to the development or 
adoption of new technologies. As a consequence a new imperative has 
emerged, that points out to the need for innovation policy that are both 
sector- and place-specific, at least in terms of delivery mechanisms. In 
this respect, regional innovation systems (and “learning region”) 
approaches are a significant evolution compared to the clusters approach, 
especially in its US variation, because they focus their attention on a 
wider set of inter-relationships among innovation actors (Cooke, 1998; 
Bookema et al., 2000). They do not concentrate solely on firms and 
factor conditions, paying particular attention to the way in which 
universities, educational and R&D institutions, technology centers, the 
public sector at different administrative levels and firms, SMEs in 
particular, interact with each other in a sort of “interdependent economic 
ecology”, and how they can jointly contribute, through networking, to 
foster regional competitiveness. In fact, it is more appropriate to talk 
about localized public-private networks which may have a sectoral, 
technological or thematic nature in Europe rather than of clusters in a 
strict sense.  
These localized knowledge networks share a number of characteristics 
such as collective learning, “co-opetition”, embeddedness in a 
social/institutional infrastructure that fosters co-operation, trust and 
reciprocity, collective external economies etc. They are of course very 
diverse in nature, not least because radically different governance 
systems co-exist in the present EU. Nevertheless, one may be talking 
about centers of expertise in Finland, competence centers in Sweden and 
Austria, clusters in the UK, networks of competence in Germany or 
regional technological networks in Spain, among others, but they all 
share key characteristics, objectives and challenges. They all attempt to 
promote development through innovation and place emphasis on   - June 2005 – p. 4/ 20 
 
cooperation and networking and on increasing the interactive learning 
capacity of SMEs. They all try to reach critical masses and are confronted 
with the opportunities and threats of global markets. They all emphasize 
the need for better knowledge management in firms and improved 
knowledge-related business services. 
Moreover, they also explicitly consider a larger role for the public sector 
than in the standard cluster approach (as pioneered by Michael Porter 
and practiced in the US). This approach has never seemed to have been 
at ease with the role to be assigned to the public sector, even if most of 
those that contracted-out “cluster” strategies were regional and national 
governments looking for policy advice about their own public policies. 
Policy recommendations stemming from this traditional cluster approach 
boil down  mostly (with the important exception of the promotion of 
business cooperation) to standard regional policy tools, like providing 
incentives for long-term investments, provision of (physical) 
infrastructures, improving the business climate (taxes in particular). 
Indeed, we often hear, not without a smile, from the same American 
consultants that have been contracted by the public sector to develop 
publicly backed cluster strategies that clusters are “spontaneous” in 
nature. 
In Europe, on the contrary, there is an explicit recognition of the  public 
sector role in the development or setting up of a cluster, going as far 
sometimes as even referring to it as “indispensable” (EU Commission, 
2001, p.6) in some cases. In this sense the establishment of a network 
structure which makes possible the existence of a new cluster or the 
strengthening of an existing one which may contribute to jobs and 
economic development in a region is assimilated to the provision of a 
collective good. It is assumed that since cluster generation does not have 
an immediate benefit for enterprises, they tend to under (or not) invest 
in it, in particular in less favored regions. In the early stages, it is thought 
that the necessary coordination and network structures must be 
sponsored by a third party representing the collective public interest and 
further ensured and maintained by a “neutral” partner which can ensure 
a continuous flow of information and communication, achieve a balance 
of interests and conflict settlement among participants, create mutual 
trust between network partners, prepare decision making and build on 
and strengthen common interest3. Of course, this does not mean that 
                                        
3 In this sense a recent empirical study (EU Commission - Agiplan, 1999) concludes that 
“in all the technology networks examined [in seven regional automobile clusters], initial 
expenses for setting up and running the network were covered by public funds, as 
enterprises showed little interest in investing in uncertain long-term projects”. Moreover, 
in another recent analyses of 55 business knowledge networks on a empirical base   
c h o s e n  f r o m  s i x  E u r o p e a n  c o u n t r i e s  a n d  C a n a d a ,  i t  w a s  f o u n d  t h a t  “ i n  a l l ,  9 0 %  o f  
networks receive grants and of this 90%, 45% receive grants from regional government 
or the State, one third from local governments and one third from other public 
organisations (chamber of commerce in particular) and 40% from EU programs” (EU 
Commission, Lengrand and Chatrie, 1999, p. 20). That is public actors are “almost always 
involved as content providers, partners or financiers”, and many of these networks have 
been launched at the initiative of public policies for economic development. Finally, a 
recent study by McKinsey & Co. (2001) on existing high-tech clusters success stories 
around the world which is intended to inspire similar initiatives in Italy identifies four key - June 2005 – p. 5/ 20 
 
clusters and regional innovation systems can be generated by policy. 
They are too complex a construction to be designed by the enlightened 
hand of a policy-maker. Yet policy cannot be hands-off, because it is 
likely to be heavily determining the outcomes, both in the early phases 
(as we just said) and later on, by providing, especially through support 
services (Bellini, 2002), grater “intelligence” of technological and market 
developments and new relations.  
New policy developments 
In Europe new policy developments, inspired by the regional innovation 
systems and “learning region” literature, have taken place since the mid-
nineties in an attempt to translate theory into practice and provide 
regional planners with a methodological tool to promote their regional 
economies through innovation. The Regional Innovation Strategies (RIS)  
pilot actions and the Regional Information Society Initiatives (RISI), 
started by the EU Commission and currently being developed in nearly 
100 regions in Europe4, give testimony of it. Both sets of pilot actions 
follow the same methodological principles. RIS and RISI have been 
defined as a “social engineering” action at the regional level whose main 
aim is to stimulate and manage co-operation links among firms and 
between firms and the regional R&TDI actors, which may contribute to 
their competitive position through innovation, notably by facilitating 
access to “knowledge” sources and partners. In this sense, RIS/RISI 
social engineering means creating the right environmental conditions, 
institutional in particular, for increasing the innovative capacity of the 
regional economy (Landabaso et al., 2000)5. They have also been termed 
as “participative learning-for-policy approach” permitting policy decisions 
on an alignment of views of a broad group of stakeholders (Gavigan et 
al., 1999, p. 81). At the same time, with special reference to RITTS 
(Regional Innovation and Technology Transfer Strategies), it has been 
pointed out that these programs do contribute to better structure 
innovation policies, but “showed the difficulties in achieving success in 
regions where some form of successful innovation system was not 
already in place” (Charles and Benneworth, 2004). 
More recently, on January 2001 the European Commission offered each 
of the nearly 160 regions in the European Union of 15 the opportunity to 
develop a regional program of innovative actions for a two year period 
                                                                                                              
‘propulsive’ or ‘success’ factors in cluster building: involvement of innovative companies, 
presence of “talent”, participation of venture capitalists and… availability of public funds, 
stating that “the role of government and state institutions have been determinant in the 
initial phases of the (cluster building) process…”. 
4 Most of the strategies, actions plans, projects and evaluation studies resulting from 
these pilot actions can be found in http://www.innovating-regions.org for RIS and 
http://www.ispo.cec.be/risi , http://www.erisa.be for RISI. 
5 For a practical guide for planners on the steps to follow see EU Commission (1999). - June 2005 – p. 6/ 20 
 
with a up to 3 million € grant, at 50% of total eligible costs6. This 
operation by the European Regional Development Fund has a total 
budget of 400 million € for the period 2001-2006 and is explicitly 
intended to help the less-favored regions to devise a regional policy 
which effectively responds to fear that regional disparities could grow in 
the context of both the knowledge-based economy (e.g. R&D capacity, 
“digital divide”, etc.) and more intangible competitive factors such as the 
regional innovation capacity.  
This is the reason why the European Commission encouraged regions to 
test a new, more indirect, policy approach based on the creation of 
innovative environments related to non cost-related competitive factors 
(e.g: innovation and entrepreneurship, quality, design, shortened product 
life cycles, speedier market response, new management techniques, 
enhanced business networking, etc.) and a strengthened regional 
public/private partnerships for policy planning and implementation. Each 
proposal should contain a strategy for defining innovative actions agreed 
between the different regional actors. This strategy should provide the 
framework for the implementation of individual projects, the transfer of 
results to mainstream programs financed by the European Regional 
Development Fund in the regions concerned and the exchange of 
experience between regions. The strategy may be based on one of the 
three strategic themes proposed by the Commission, or on a combination 
of these themes, in order to meet the specific needs of each region as 
fully as possible.  
Out of the 107 responses by regional governments received by the 
European Commission in its first call for proposals ending May 2001, 73 
applicants put forward a proposals for a regional program of innovative 
actions fully (20) or partly (53) based on the regional economies based 
on knowledge and technological innovation strand for a total amount of 
just over 200 million €. 82 regions focused fully (28) or partly (54) on the 
information society strand and only 43 dealt with fully (3) or partly (40) 
with the regional identity and sustainable development topic.  
Out of these innovation-related 73 proposals, one in five applicants (16 in 
total), mainly from less favored regions (defined as those with an 
average income per capita which is under 75% of the EU average) 
submitted pilot actions under their regional programs related to cluster-
building and business network creation. It is important to note that out of 
the 60-odd proposals not putting forwards cluster-type actions, most of 
them include some sort of networking, but rather than emphasizing 
business cooperation they try to promote the connection of SMEs to the 
regional knowledge base and/or facilitate the flow of knowledge from 
their R&TDI regional infrastructure to their local firms by better adapting 
supply to the regional demand for innovation. That is, they also focus to 
a large extent on linkages within the regional innovation systems but 
without concentrating on business networking/clustering as a specific 
field of action.  
                                        
6 Communication from the Commission “The regions in the new economy: guidelines for 
innovative actions under the European Regional Development Fund in 2000-2006” 
Brussels 31.01.2001 COM (2001) 60 final. - June 2005 – p. 7/ 20 
 
In all 16 cases the regional government was planning to fund the 
launching stage of the cluster-type initiatives by recruiting companies, 
acting as a “facilitator” or “broker”, and providing the necessary 
institutional framework which may involve an awareness campaign, the 
identification of relevant companies, common interests/needs (including 
database creation and printed/electronic communication tools) and 
tentative areas of joint action in the innovation field, the provision of a 
secretariat and technical assistance from external experts, good practice 
identification abroad, etc. This involves in practice funding consultant 
days, studies, workshops, technical assistance, communication tools, 
renting of premises and eventually providing the necessary electronic 
infrastructure in the case of IT-based business networks, among others.  
Moreover, many regional governments see the cluster-type measures not 
as an end in itself but as a means to identify pilot projects in the 
innovation field which can be further financially supported by their 
regional development schemes existing in the region, a way of 
aggregating (SMEs) innovation demand and as a source of information 
for the design of better adapted regional policy measures in the field. In 
all cases a special emphasis is made on the planning and implementation 
of these actions in close partnership with the private sector, with public 
participation ranging from start-up or seed financing and “first impulse” 
action to more hands-on involvement in the running of networks through 
direct participation in the cluster-type actions secretariat. 
Finally, some of these actions  are broader in scope than others, ranging 
from business-run business co-operation (e.g. based on the supply chain) 
to more open cluster-type actions involving other regional partners such 
as Universities, technology centres, development agencies, etc. as direct 
partners in the network (e.g. learning networks). 
Three broad categories of publicly promoted clusters proposals have 
emerged. The first one includes most of the less favoured (Objective 1) 
regions which put forward a cluster-type action, from the so-called 
cohesion countries: Italy (Campania and Calabria), Spain (Aragón and 
Cantabria), Greece (Thessaly and Central Makedonia) and Portugal 
(Centro) plus the North of Sweden (Mellesta Norreland). This category 
focuses on more traditional business networks and sectoral platforms 
which collectively design innovation action plans. Their business 
cooperation initiatives range from logistics, administrative management 
and joint marketing to advanced activities such as technology watch, 
technology acquisition, research, design, etc.  
They also integrate the “softer”, more institutional aspects related to 
“trust building” and sharing of strategic information through informal 
open meetings such as business forums, arenas, platforms and the like, 
and do have an in-built component of regional lobbying for more 
appropriate innovation-related public support. Moreover, some of them 
are seen as a means to raise, make explicit and aggregate innovation 
demand by SMEs in particular, in order to maximize the response by the 
existing regional R&TDI supply and infrastructure. Some of them also try 
to facilitate the participation of regional firms in international networks 
accessing state of the art technological developments and best practice 
examples. - June 2005 – p. 8/ 20 
 
Many are intended as a tool for overcoming the small (economic) size of 
regions and the absence of large firms which may help structuring a 
business network in the region around the partial subcontracting of the 
value chain. 
The second category focuses on promoting Information and 
Communication Technologies (ICTs) in SMEs as a new tool for facilitating 
business networking, including the creation of virtual companies, joint 
software solutions, the promotion of B2B internet marketplaces, 
increased transparency of the availability of business services in the 
region through electronic one stop shops, shared branch portals, data 
exchange and process integration among companies, among others. This 
category of cluster-type proposals are put forward by relatively more 
advanced regions which are willing to integrate information society tools 
in their regional productive fabric. This is the case of Niederösterreich in 
Austria, South Tyrol (province of Bolzano) in Italy, Brandenburg in 
Germany, Etela-Suomi in Finland, the South East and Eastern in the UK. 
It is interesting to note that within this category several of the proposals, 
notably the British proposals and South Tyrol, have as an explicit 
cohesion objective to link advanced and less favoured areas within the 
same region through ICT solutions which would make R&TDI resources, 
existing in the advanced areas, accessible to less favoured ones, 
including the creation of virtual networks and the replicability of good 
practice cases. 
Finally, a third cluster category, closer to the more traditional cluster 
model in a strict sense, could be identified related to supply chain 
integration, in the automobile sector in particular, in the regions of 
Västsverige in Sweden in one of the projects of Cantabria in Spain, in one 
of the projects in Central Makedonia in Greece, and also in the case of 
Aragón in Spain. 
Still the time for regional innovation policies? 
In recent times advocates of regional innovation policies have been on 
the defensive. In Europe the debate around the Sapir report (Sapir et al., 
2004) has voiced doubts from a macroeconomic perspective, that are by 
no way circumscribed to academic circles. The Sapir report (even in the 
absence of any analysis or reference to one single regional program in 
the whole report!) has quite skillfully challenged not only the ability of 
regional policies to realize convergence objectives, but even their 
contribution to the growth of the targeted regions, as it is suggested by 
the comparison between Ireland and the Mezzogiorno. As it is well 
known, Sapir and his colleagues have proposed that slimmed down 
convergence policies focus on countries rather than on regions, therefore 
de-legitimizing the “standard approach” that has characterized European 
policies so far, while concentrating EU resources on standard R&D and 
other “internal policies”, in the absence once again of any serious 
analysis of the community value added and economic impact these 
policies have actually had. - June 2005 – p. 9/ 20 
 
At approximately the same time, the British Government’s paper on “A 
Modern Regional Policy for the United Kingdom” (HM Treasury, 
Department of Trade and Industry, Office of the Deputy Prime Minister, 
2003), contrary to the voiced opinion of several UK regions, reached 
similar conclusions. The paper emphasizes the “inflexible” and centralized 
character of EU regional policy7 and advocates for a new framework: 
“Where Member States have the institutional structures and financial 
strength to develop and pursue their own modern regional policies, they 
should be enabled to do so. EU policies must support and encourage this, 
whilst assisting Member States which have not yet reached this position 
to do so, with the goal that these Member States would ultimately no 
longer need such support.” 
On the one hand, the attack on regional innovation policies involves 
different (but powerful and converging) critical arguments. First, regional 
innovation policies appear to be often too narrow in scope and too small 
in terms of resources to tackle the macro-dimensions of innovation in 
highly industrialized Europe (cf. MacKinnon et al., 2002). The supposed 
“imperatives” of concentrating investment on R&D excellence, developing 
“Grand Projets” and scaling up resources to pursue major technological 
advances imply a greater role of national governments (under European 
“soft” coordination such as the so called “open method of coordination” 
established in the Lisbon Council8) and seem to relegate regional 
innovation policies to marginal tasks. Is “grand” innovation policy out 
reach for regional governments whose resources are below the minimum 
scale required? It must be emphasized that this criticism hides at least 
one serious misunderstanding, namely that regional does not mean 
parochial but territorial in nature. 
Second, some regional innovation policies appear to be too ambitious and 
too uncertain in its results. The objective of “re-creating Silicon Valley”, 
that has been so influential in shaping the regional priorities in the past, 
now only belongs to the dream book of the regional policy-maker. Wide 
evidence supports now a sound skepticism about the ability to originate 
high-tech clusters by decree. Similarly policies have suffered from the 
“best practice” syndrome and have been subject to rapidly changing 
policy fashion: yesterday it was technology parks, today clusters, 
tomorrow... Sometimes too little thinking is devoted to careful adaptation 
                                        
7 In fact the paper disregards the fact that UK regions themselves are among the most 
vigorous defenders of EU regional policy and rather critical with the lack of “subsidiarity” 
and sometimes lesser cost-effectiveness of its own national-regional policies, as publicly 
m a n i f e s t e d  i n  t h e  I I I  C o h e s i o n  F o r u m  i n  B r u s s e l s  i n  M a y  2 0 0 4 .  C f .  F r e n z ,  M i c h i e  a n d  
Oughton, 2003: “…when public support is split into national support measures and 
regional support measures […] it turns out that regional policy and European regional 
policy measures are highly significant while national policy measures are insignificant” (p. 
36). 
8 This is being challenged by the conclusions of the recently published “Kok report” (“The 
Challenge: The Lisbon strategy for growth and employment”, Report from the High Level 
Group chaired by Wim Kok, November 2004. 
http://europa.eu.int/comm/lisbon_strategy/pdf/2004-1866-EN-complet.pdf ) 
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of “good practices” to each region’s peculiar situation. Undoubtedly 
policies often would need objectives that are more realistic and more 
precisely defined.  
Third, regional innovation policies appear too difficult to manage, in 
relation to planning as well as in policy delivery, both requiring strong 
public-private partnership and inter-institutional cooperation, vertical 
through the “subsidiarity chain” as well as horizontal across Ministries or 
Regional Departments. They are subject to many constraints, both in 
terms of legal powers of the regional governments and in terms of 
financial resources available to them. Regional policies imply complex 
governance systems, too much relying on the subsidiary role of private 
actors and too much dependent on the smooth working of inter-
governmental relations both upwards (national governments, European 
Union) and downwards (municipalities and provincial governments). 
Furthermore regional policies on the European scale involve too many 
actors with substantial  quality variations in their ability to  manage 
programs and design policies. This problem is of course dramatized by 
the enlargement of the Union to new countries and to many new regions, 
where a bottom-up strategic planning method rather than top-down 
dirigisme is a radically new approach. 
On the other hand, the “missed convergence” argument could be easily 
dismissed. As emphasized by the Third Cohesion Report (EU Commission, 
2004) growth and cohesion are mutually supportive: “the concept of 
cohesion that has applied at the European level has not been a passive 
one that redistributes income but a dynamic policy that seeks to create 
resources by targeting the factors of economic competitiveness and 
employment, especially where unused potential is high.” In this sense, 
for example, it is worth noting that 29 of the 33 regions in the so called 
cohesion countries (Portugal, Greece, Spain and Ireland), including the 
three poorest Member States, had growth rates above the community 
average between 1995 and 2001, with 19 regions growing over 50% of 
this rate. It is also interesting to mention that, for example, in Objective 
2 regions alone the last generation of structural funds programs (1994-
99) contributed to the creation of some 500.000 new jobs (EU 
Commission, 2004, p. 151). The linkage between competitiveness and 
regional action is backed by factual evidence and it is being challenged 
more on ideological grounds than in purely economic terms. Structural 
Funds have been revolutionary in transforming the economies and 
societies of countries such as Portugal, Greece or Spain in a historically 
unprecedented way within a short period of barely fifteen years, as any 
economist familiar with these countries and their regions would easily 
acknowledge. 
There is no inconsistency between the “Lisbon objectives” and regional 
policies. In all regions innovation is critically important as part of the 
regional response to challenges posed by globalization and the so-called 
new economy. The fact is that there is no "one size fits all" regional 
innovation policy adapted to all sorts of regional environments. Regional 
characteristics linked to, among others, sectoral specialization, firm size 
and “isolation” do matter when addressing the need to formulate 
appropriate regional innovation policies (Cf. Asheim and Isaksen, 2003). - June 2005 – p. 11/ 20 
 
In less advanced regions and in those regions that are undergoing 
industrial decline regional innovation policies cannot be just about 
preconditions and implications. They deal directly with the issue of the 
relationship between innovation (and technological R&D) and economic 
development.  It is interesting to note that innovation statistics based on 
R&D expenditures or personnel tend to underestimate innovation 
capacities in small firms in less favoured regions, not least because much 
of the innovation they actually produce has no connection with registered 
R&D activities, since most statistical surveys do not consider firms under 
10 employees. E.g., Martinez (2004) argues that, contrary to official 
statistics which show 20% of the Murcia region’s SMEs as innovative, in-
depth research gives evidence that nearly 60% of firms can be 
considered as innovative within the standard definition. 
Does evidence then support the claim of these regions to base their 
development on innovation? Is the further geographical concentration of 
R&D activities an inescapable rule of European development? The above 
mentioned case of Murcia shows that it is misleading to interpret the 
distribution of R&D activities as the same as a distribution of innovation 
capacities. As a consequence, in policy terms, it would be wrong to infer 
from the concentration of R&D activities that such concentration must be 
maintained and even strengthened, so that a diffusion of innovation 
activities could be even detrimental to the overall innovative performance 
of the EU. After all, one key raw material of the knowledge economy, i.e. 
brainpower, is geographically evenly distributed across the territory. On 
the contrary, excessive geographic concentration of innovative activities 
may lead to under-utilization of the actual potential which lies in Europe’s 
regions.  
Of course, no one can deny the existence of a high degree of 
geographical concentration of European R&D capacities and of very 
significant regional gaps, also within countries. However, innovation 
potential is more widely diffused and signs of innovative vitality 
increasingly come from the periphery of Europe. “Vitality indicators”, 
such as the level of participation to the 5
th Framework Programme or the 
number of science parks do not coincide with the core – periphery 
relationship that is standard in the geography of innovation. The 
emergence of peripheral cores, that are often specialized in specific 
“niche” areas and able to perform significant leaps forward, suggests that 
the knowledge factory is and can be more spatially dispersed, in 
particular within regions which are well connected physically and virtually 
to international R&D and Technology excellence networks. The concept of 
marginality itself, that used to condemn certain regions to the periphery 
of development, must be revised.  
Important opportunities for catching up (and in relatively short periods of 
time!) seem to be linked to the new geography of innovation. Well-
targeted investments in public research and innovation promotion policies 
can tap the stock of qualified human capital, including entrepreneurs and 
scientists, that may be less mobile than standard economics would 
suggest. Other key factors for the knowledge-based economy are mobile 
and can be attracted to peripheral areas, when infrastructures are - June 2005 – p. 12/ 20 
 
available which guarantee fast communications, high-speed physical 
transportation and global cultural connections. 
Within certain limits, the physical marginality of regions may be 
attractive, when it supplies “talent” with a greater quality of life than the 
one offered by overcrowded, congested and polluted metropolitan areas. 
Nature, health and education facilities, security, local culture, as well as 
leisure facilities are vital in attracting knowledge workers (Florida, 2000)., 
also considering that freedom of location increases thanks to ICTs (cf. 
Talvitie, 2003). Physical marginality itself (like in the extreme case of 
“insularity”) may push regions to invest heavily on ICT and to exploit the 
lesser relevance of distance in some ICT businesses. 
Regional policies emerge therefore (surprisingly?) as one of those 
necessary actions to be undertaken “to prevent Lisbon from becoming a 
synonym for missed objectives and failed promises” (Kok Report, p. 10). 
But to do so, it is necessary to learn from the lessons (positive and 
negative) of the past and to draw the correct conclusions both from 
factual evidence and from recent debates. In our view, the key 
conceptual (and political) issue is the need to radically reappraise the 
relationship between a situation characterized by enduring, but also 
evolving disparities and the objective of cohesion. Rather than betting on 
the acceleration of growth by the core regions (and implicitly suggesting 
that resources devoted to other regions are ballast to Lisbon policies) it is 
required to find and activate the underutilized growth potentials that are 
spread in the old and new peripheries of the Union. A defensive regional 
policy focuses on disparities as problems; an offensive regional policy 
looks for opportunities behind disparities, i.e. for underutilized resources. 
The former is a problem-centred approach, the latter an opportunity-
centred one. 
Such a radical change of approach has of course radical implications. First 
and foremost, a new policy menu is required. The availability of basic 
infrastructures must be complemented by the new competitiveness 
factors that suit the rules of the games of contemporary knowledge-
based economies. The proposed new regulation of the European Regional 
Development Fund9 clearly spells a new policy priority, that is consistent 
with the objective of “regional competitiveness and employment”: 
“innovation and the knowledge economy, through support to the design 
and implementation of regional innovation strategies conducive to 
efficient regional innovation systems”10. Eventually the strategy of 
                                        
9 Proposal for a Regulation of the European Parliament and of the Council on the 
European regional development Fund, presented by the Commission. Brussels 14.7.2004 
COM(2004) 495 final 
10 Art. 5 of the proposed regulation articulates this priority as follows: “a) enhancing 
regional R&TD and innovation capacities directly linked to regional economic development 
objectives by supporting industry- or technology-specific competence centres, by 
promoting technology transfer, and by developing technology forecasting and 
international benchmarking of policies to promote innovation, and by supporting inter-
firm collaboration and joint R&TD and innovation policies; b) stimulating innovation in 
SMEs by promoting university-enterprise cooperation networks, by supporting business 
networks and clusters of SMEs and by facilitating SMEs’ access to advanced business 
support services, by supporting the integration of cleaner and innovative technologies in - June 2005 – p. 13/ 20 
 
European regional policies re-connects with the outcomes of both 
research and policy practices during the last decade 
A polity for the new policies 
The literature has already emphasized the new role of governments and 
has found unconventional labels for it (facilitator, broker, catalyst…). 
Undoubtedly, regional innovation policies escape the étatiste frame of 
mind and require a polity where “intelligent government” is combined 
with good governance. The establishment, selection and retention of 
relationships with other actors within policy-networks11 constitutes the 
essence of this kind of policy-making. In fact, policy networks: 
•  decrease the governments’ overload in both decision-making and 
implementation; 
•  make available additional and/or scarce resources (financial, 
political, human, relational); 
•  make possible dealing with policy making in uncertain scenarios12. 
However at the regional level the learning process has not gone so far as 
to consolidate all the implications of this new approach and building 
institutional and administrative capacity in tune with these new tasks is 
clearly an unaccomplished objective. E.g. the intricacies of 
intergovernmental negotiations are too often labeled as inefficiencies. 
The standard culture of hierarchical policy-making has problems in 
dealing with the need to accept not only a division of labor between 
institutions, but also some kind of competition and redundancy in order 
to guarantee the sufficient level of diversity to meet the challenges of 
rapidly changing scenarios. 
Governments slowly learn the difficult art (and science) of managing 
complex policy networks, where they must gain trust and respect of the 
two other sides of the “triple helix” and where persuasion, partnership 
and consensus prime over “dirigisme”. Difficulty derives from several 
factors, including the problems arising from the weakened legitimacy of 
public actors in a substantially neo-liberal political culture. This may be 
dangerous not so much because of the nostalgia for the strong 
technocratic State according to the Colbertian myth, but because it leads 
                                                                                                              
SMEs; c) promoting entrepreneurship by facilitating the economic exploitation of new 
ideas, and by fostering the creation of new firms by universities and existing firms; d) 
creating new financial instruments and incubation facilities conducive to the creation or 
expansion of knowledge-intensive firms.” 
11 We define policy networks as “(more or less) stable patterns of social relations 
between interdependent actors, which take shape around policy problems and/or policy 
programs” (Kickert et al., 1997) 
12 Uncertainty implies that policies may be unable to implement known techniques to 
reach agreed goals. Therefore policy-making needs to manage policy experimentation or 
even more complex “social learning” processes, depending on the degree of consensus 
reached on the goals (cf. Christensen, 1999). - June 2005 – p. 14/ 20 
 
to the underestimation of the specificity and uniqueness of the resources 
that public actors can put into play. It neglects the important role public 
policy and institutions can play in economic outcomes, in particular where 
“knowledge”, as a public good, is concerned. 
Another reason for complexity is that governance must be managed both 
at the social and at the cognitive level. In other words, exercises in 
“institutional architecture” (e.g. the design of the “ideal” regional 
development agency”) are not sufficient and often secondary. In the 
imperfect world of governance, what counts is rather the ability to 
structure informal networks, to regulate the dynamics of openness of 
local system, to activate (and de-activate) actors according to their 
potential positive (or negative) contribution to an innovative (and not 
necessarily agreed) project, to shape shared visions and manage 
expectations often through lengthy exercises of interaction among key 
regonal players through strategic planning and foresight.  
Both in the U.S. and in Europe, the planning process itself, over and 
above projects or programs, has grown in the attention of economic 
development planners as a means to develop and strengthen clusters and 
public-private networks. This has to do with the new role the public 
sector is seen to be playing most effectively in economic development: 
an animator/facilitator of the strategic planning process. That is to co-
create the framework conditions and the impulse for new economic 
activity, in partnership with the private sector as an equal but different 
partner. A continuous and dynamic, bottom-up and demand-led, broad-
based and inclusive planning process offers an opportunity, by itself, to 
promote regional cooperation among key public and private actors.  
In fact, strategic planning, developed as an iterative process built on a 
set of interactions among regional actors, allows each of them to 
progressively adapt its behavior (agenda, objectives and actions) to the 
others voluntarily, thus maximizing synergies and avoiding duplications in 
the absence of a top down dirigisme by a central planning authority. And 
this can be achieved mainly through the consensus and open discussion 
induced by the process of elaboration of a shared vision for the region 
(strategic objectives) and the design of the means to achieve them 
(actions plan). This shared vision can progressively become the common 
reference by which the economic development relevance of each actor’s 
agenda can be assessed. Moreover, through “enlightened self-interest”, 
becoming an active partner and approaching one’s agenda to the shared 
one can have direct economic benefits in the form of public incentives 
and enhanced business opportunities, through new “clustering” of 
business activities, for example.  
Secondly, the planning process, including the implementation of a 
revolving action plan, offers a unique opportunity to build and strengthen 
links among key regional actors, which can develop into cooperation 
networks which, in turn, are vital to the strength and continuous 
revitalization of the regional economy trough innovation. “Social capital” 
is therefore, at the same time, a condition and an objective of effective 
policy-making. - June 2005 – p. 15/ 20 
 
Initially social capital was present mostly in political and social science 
literature. Subsequently, it was incorporated into economic writing as so-
called intangibles became considered a crucial factor for economic 
development13, which led some authors (Cooke, 2002) to state that social 
capital is a key missing ingredient of economic development, that can be 
built up through efforts of policy makers. Hence, social capital is 
considered an asset, just as other traditional forms of capital. It is 
attained through the processes of interaction and learning that take place 
in society. However, unlike other commodities, it cannot be traded or 
exchanged (Maskell, 2000). In the precise context of clusters for 
example, it has been argued (Arzeni and Ionescu, 2005) that firms   
benefit from many elements associated with social capital, such as lower 
transaction costs, lower information costs and better co-ordination 
leading to the “know-who” that allows you to build the “know-how” 
(Rosenfeld, 2005). Thus trust, collaboration and social-civic exchange 
associated with shared interests linked to social capital formation are key 
to cluster development, where innovation is based on collaboration, 
proximity and networks and spurs through a process of mutual learning, 
emulation, positive role models and personal contacts. 
Evidence from research and pilot policy actions such as RIS (Regional 
Innovation Strategies) suggests public policy can contribute to social 
capital building. One of the (possibly unexpected) conclusions of the 
evaluation of these projects was that their “policy dimension” contributed 
significantly to promote public and private partnerships and business 
networks, as well as improve the institutional capacity of regional 
administrations in charge of innovation (Socintec, 2005). Building social 
capital is possible not only through inclusive procedures for regional 
innovation planning, but also through a wide variety of efforts to 
implement subsidiarity in all phases of policy-making and namely through 
the intensive use of working groups to identify R&D development needs, 
capacities and priorities, regional technology foresight exercises and the 
promotion of diffused and participative evaluation culture to ensure long 
term commitment and shared visions. 
 
The necessary reappraisal concerns not only the general approach to 
policy making, but also the contents of the innovation policy toolbox. 
Indeed, the intensive exchange of good practices for the last two decades 
has consolidated a standard toolbox that is shared by most regions in 
Europe. It includes traditional subsidies, public procurement and more 
“fashionable” items such as business support services, human capital 
formation and technology transfer and the promotion of industry–
university linkages. 
The toolbox of regional innovation policy however is complemented by 
new sets of instruments, that respond to apparently different policy 
objectives. We would like to attract briefly the reader’s attention upon 
                                        
13 See for example the July 2003 « Ostuni Declaration » on Social Capital signed by a 
dozen European academics. Download from:   
http://www.ebms.it/SS2003_speakers_present.asp . - June 2005 – p. 16/ 20 
 
one of these new items, that is – in many respects, one of the latest 
acquisitions of regional policy learning in Europe: image – or, more 
precisely- an attractive regional image with an internationally distinct 
profile. 
Image is often associated with some inward investment promotion and 
with an (often superficial and incorrect) transfer of marketing and 
communication techniques to economic development. Our view is 
different. Image is both a result of real achievements of a region and a 
tool to improve its potential. 
A global regional image has become critically important for innovation in 
the so-called new geography of talent. Recent empirical research in the 
US and Canada has shown that the most innovative regions are those 
based on the “3 Ts”: technology, talent and tolerance (Florida, 2002). 
They are capable of attracting talent or a so-called “creative class” which 
is driven by the existence of a high quality of living, including cultural and 
sport amenities, as well as a well developed research infrastructure, 
higher education establishments, technology centers, ad diverse, open 
and tolerant societies. 
As marketing research teaches us, image is a crucial factor in shaping 
expectations and filtering the perceptions of quality with regard to 
intangible goods. The same applies to territories. An attractive regional 
image, including an attractive regional identity as well as values and 
attitudes which make up a "mosaic" society open and tolerant, pays in 
the global economy, especially when it “sells” both the quality of life and 
the societal commitment to development and innovation (“the 
Guggenheim effect”). It is important to attract inward investors as it is in 
attracting students (i.e. the potential talents of the future) to the local 
university. 
Building the image of a region is a complex process, not just the result of 
a contract with an advertising agency. It is a way to set common targets 
and make them explicit to the local community as well as to the outside 
world. This may be risky: unrealistic images, when serious efforts are not 
in place to close the gap with reality, are bound to be disconfirmed, so 
that the reliability of the region as an innovation place is destroyed. 
Image building and communicating is also a collective exercise that 
shows the level of awareness of a region about its own assets and its 
competitive position. The opposite gap may occur. Because of cognitive 
and political lock-ins, policy-makers may be unwilling or unable to 
recognize innovative trends in the economy and society. Innovative 
potentials may be there, but locals and non-locals are both warned that 
the policy-makers are “blind” and will not support innovation with the 
necessary consistency and commitment. 
… and some challenges for research 
In conclusion, we would like to stress also some possible implications for 
research. - June 2005 – p. 17/ 20 
 
The first one regards the need for taking fully into account the complexity 
of regional innovation policies. In our opinion, a fundamental issue is the 
full recognition of  knowledge spillovers as key to explain cumulative 
processes of (spatially-bounded) economic growth. Given that “inter-
regional knowledge spillovers are considered to arise when actors 
involved in the innovation process such as universities, the business 
sector and the government sector tie close links leading to fertilizations 
and feedback relations” (Greunz, 2003), knowledge spillovers are 
generated and further developed within efficient regional innovation 
systems which facilitate “links” and “cross-fertilization” among the key 
innovation players, not least by connecting SMEs to a responsive R&TDI 
knowledge base. Thus, public-private cooperation, business networks, 
university-enterprise connections and clusters can be of outmost 
importance in generating these spillovers and therefore in increasing the 
knowledge generation, diffusion and absorption capacities in a region. 
From the policy perspective it also means that action-oriented, open, 
consensus-based and participative strategic planning processes led by 
regional authorities with a sufficient degree of autonomy/power and 
acting within a “development coalition” (Asheim, 2001), can become key 
ingredients of the process of generating knowledge spillovers. 
Policy, politics and polity matter (cf. Meyer-Stamer, 2004). But how? 
Both theory and empirical research provide only sketchy insights into how 
the interactions between knowledge spillovers generation, regional 
governance and social capital operate. Why not try to integrate further 
the organizational, institutional, cultural and political aspects associated 
with this process into our economic theories about regional development? 
A number of crucial dimensions of policy-making would also be better 
understood, with obvious policy-learning benefits. Good examples are 
provided by two issues mentioned in this paper. In the case of social 
capital, broadly understood as a “local” capacity to form and nourish 
appropriate networks and interactions among regional stakeholders, we 
deal with a concept that has been discussed extensively in the literature, 
but requires operationalization. This means that we need to learn how to 
measure social capital in a way that allows to compare different 
endowments of social capital in different regions and to monitor its 
evolution over time. These data could also help us to understand how 
policies can affect social capital in a region. In the case of the regional 
image, again, we need to understand better the social dynamics of image 
building and the role of the perceived attractiveness in shaping the 
region’s opportunities to innovate.  
A second implication concerns the need for better understanding, both in 
theory and in modeling, of the role of discontinuities in development. So 
far research (and especially economic research, both mainstream and 
evolutionary) have proved able to identify routines and regularities, that 
are of course fundamental in analytical terms. From the policy 
perspective, however, what triggers new cycles of development is the 
ability of regions to break path-dependency and re-inventing their 
industrial vocation in a distinctive and unique way, not their compliance 
with general trajectories. In a sense this goes to the essence also of the 
concept of “learning region” and allows to overcome the risk of turning it - June 2005 – p. 18/ 20 
 
into a commonsensical catchword. This policy concept is really useful only 
to the extent that it describes (and prescribes) policies and processes 
that allow to unlock regional economies from negative path-
dependencies. 
A third and last implication concerns the relationship between academic 
work and regional practice. It may be worth reflecting more on the 
reasons of the exceptional success of Michael Porter’s “diamond” model. 
Its limitations (the partial explanations provided by its variables, the 
increasing relevance of factors like globalization and digitalization, the 
underestimation of politics etc.) are known and, as a consequence, the 
model “has generally proven to be more helpful in understanding 
clustering than in actually formulating policy” (Rosenfeld, 1995, p. 57). 
Nevertheless the “diamond” has the advantage of being easily translated 
into a standardized methodology, which has been widely used by local 
officials as well as by economic consultants internationally. It is 
interesting to note that many regional and national governments in 
Europe have turned their attention to this “diamond” when looking for a 
way forward to promote their industrial/regional competitiveness, rather 
than drawing from the wealth of knowledge from the European regional 
schools of thought. 
In Europe, there is an important and enduring divide between academic 
thinkers and regional planners. This has meant that many good economic 
theories and findings are of a diagnostic nature rather than clearly 
identifiable policy recommendations and tools amenable to testing and 
evaluation of results. Moreover, in the absence of the necessary feed-
back from practical policy experimentation to further policy theory 
reflection, much of the regional economic literature has had a descriptive 
nature of existing regional success stories in an attempt at drawing a 
universal explanatory model, rather than helping planners to improve 
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